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EXECUTIVE SUMMARY

The Comprehensive Environmental Response, Compensation and
Liability Act of 1980 (known as CERCLA or Superfund), which was
expanded by the Superfund Amendments and Reauthorization Act of
1986, established the Superfund program to clean up the nation’s
worst hazardous waste sites.® CERCLA seeks to make those
responsible for the improper disposal of hazardous waste bear the
costs for their actions. It also established the Hazardous Substance
Superfund Trust Fund (Trust Fund) to finance clean up actions where a
liable party cannot be found or the third party is incapable of paying
clean up costs. The Trust Fund also pays for the Environmental
Protection Agency’s (EPA) enforcement, management activities, and
research and development.

Executive Order 12580, issued January 23, 1987, gives the
Attorney General responsibility for all Superfund litigation. Within the
Department of Justice (DOJ), the Environment and Natural Resources
Division (ENRD) was assigned to administer cases against those who
violate CERCLA'’s civil and criminal pollution-control laws. In fiscal
year (FY) 1987, EPA entered into interagency agreements with ENRD
and began reimbursing ENRD for its litigation costs. EPA authorized
reimbursements to ENRD of $27.9 million for FY 2004 and
$26.9 million for FY 2005 in accordance with EPA Interagency
Agreements DW-15-93796801 and DW-15-92194601, respectively.

1 See Pub. L. No. 96-510, 94 Stat. 2767 (1980) and Pub. L. No. 99-499, 100
Stat. 1613 (1986)



The EPA and ENRD Statement of Work required ENRD to
maintain a system that documented its litigation costs. To this end,
ENRD used a cost distribution system designed and maintained by a
private contractor. The system was designed to process financial data
from the ENRD Expenditure and Allotment (E&A) Reports into:

(1) Superfund direct costs by specific case, broken down between
direct labor costs and all other direct costs; (2) non-Superfund direct
costs; and (3) allocable indirect costs.?

As required by CERCLA, the DOJ Office of the Inspector General
conducted this audit to determine if the cost allocation process used by
ENRD and its contractor provided an equitable distribution of total
labor costs, other direct costs, and indirect costs to Superfund cases
during FYs 2004 and 2005. We compared costs reported on the
contractor-developed Accounting Schedules and Summaries for
FYs 2004 and 2005 to costs recorded on DOJ accounting records to
review the cost distribution system used by ENRD to allocate incurred
costs to Superfund and non-Superfund cases.

In our judgment, ENRD provided an equitable distribution of
total labor costs, other direct costs, and indirect costs to Superfund
cases during FYs 2004 and 2005. However, we make three
recommendations to improve ENRD operations and ensure compliance
with DOJ directives: (1) update its case designation procedures
(outlined in the ENRD December 20, 2001, memorandum,
Determination of Superfund Cases) to encompass the reorganized
Natural Resources, Wildlife and Marine Resource, Indian Resource, Law
and Policy, and the Executive Office litigation sections; (2) ensure that
travel authorizations are approved prior to a traveler proceeding on a
trip; and (3) ensure all subobject code 2508 transactions are allocated
to the correct Superfund case number.

2 The E&A Report is a summary of the total costs incurred by ENRD during
the fiscal year. The report includes all costs (both liquidated and unliquidated) by
subobject class and a final indirect cost rate calculation for the fiscal year. Other
direct costs charged to individual cases include special masters, expert witnesses,
interest penalties, travel, filing fees, transcription (court and deposition), litigation
support, research services, graphics, and non-capital equipment. Indirect costs are
the net of the Superfund funding provided in the EPA Interagency Agreements less
direct charges and are allocated based on the direct Superfund salary costs on each
case.
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INTRODUCTION

In 1980, the Congress passed the Comprehensive Environmental
Response, Compensation, and Liability Act (CERCLA or Superfund) to
clean up hazardous waste sites throughout the United States for fiscal
years (FY) 1981 through 1985.® The law addressed growing concerns
about the need to clean up abandoned hazardous waste sites and the
future release of hazardous substances into the environment. When
CERCLA was enacted, the Environmental Protection Agency (EPA) was
assigned responsibility for preparing a National Priorities List to
identify sites that presented the greatest risk to human health and the
environment. Waste sites listed on the National Priorities List were
generally considered the most contaminated in the nation, and EPA
funds could be spent to clean up those sites. The clean up of these
sites was to be financed by the potentially responsible parties —
generally the current or previous owners or operators of the site. In
cases where the potentially responsible party could not be found or
were incapable of paying clean up costs, CERCLA established the
Hazardous Substance Superfund Trust Fund (Trust Fund) to finance
clean up efforts. The Trust Fund also pays for EPA’s enforcement,
management, and research and development activities.

Because CERCLA was set to expire in FY 1985, Congress passed
the Superfund Amendments and Reauthorization Act (SARA) in 1986.*
SARA stressed the importance of using permanent remedies and
innovative treatment technologies in the clean up of hazardous waste
sites, provided EPA with new enforcement authorities and settlement
tools, and increased the authorized amount of potentially available
appropriations for the Trust Fund to $8.5 billion for FYs 1987 through
1991.

Executive Order 12580, issued January 23, 1987, gives the
Attorney General responsibility for all Superfund litigation. Within the
Department of Justice (DOJ), the Environment and Natural Resources
Division (ENRD) was assigned to administer cases against those who
violate CERCLA'’s civil and criminal pollution-control laws. ENRD
performs Superfund litigation and support through its following
sections: Appellate, Environmental Crimes, Environmental Defense,
Environmental Enforcement, Land Acquisition, Natural Resources, Law

3 Pub. L. No. 96-510, 94 Stat. 2767 (1980)

4 Pub. L. No. 99-499, 100 Stat. 1613 (1986)
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and Policy, Wildlife and Marine Resources, Indian Resources, and the
Executive Office.

Beginning in FY 1987, the EPA entered into interagency
agreements with ENRD to reimburse ENRD for its litigation costs
related to its CERCLA activities. As shown in the following table,
budgeted reimbursement for Superfund litigation represented, on
average, about one-third of ENRD’s total budget during the 19-year
period from FY 1987 through FY 2005.

Comparison of ENRD’s Appropriations
and Budgeted Superfund Reimbursements
(1987 to 2005)

Budgeted
Fy ApprilgﬁaDtions _Superfund Total ENRD
Reimbursements Budget
1987 $23,195,000 $11,550,000 $34,745,000
1988 $26,194,000 $18,473,000 $44,667,000
1989 $26,456,000 $22,100,000 $48,556,000
1990 $34,713,000 $28,754,000 $63,467,000
1991 $43,683,000 $32,799,000 $76,482,000
1992 $49,177,000 $35,607,000 $84,784,000
1993 $51,445,000 $34,534,000 $85,979,000
1994 $53,364,000 $33,809,000 $87,173,000
1995 $58,170,000 $33,879,860 $92,049,860
1996 $58,032,000 $32,245,000 $90,277,000
1997 $58,049,000 $30,000,000 $88,049,000
1998 $61,158,000 $29,963,500 $91,121,500
1999 $62,652,000 $30,500,000 $93,152,000
2000 $65,209,000 $30,000,000 $95,209,000
2001 $68,703,000 $28,500,000 $97,203,000
2002 $71,300,000 $28,160,000 $99,460,000
2003 $70,814,000 $28,150,000 $98,964,000
2004 $76,556,000 $28,150,000 $104,706,000
2005 $90,856,000 $27,150,000 $118,006,000
Total $1,049,726,000 $544,324,360 | $1,594,050,360

Source: ENRD Budget History Report for FYs 1987 through 2005




The EPA and ENRD Statement of Work required ENRD to
maintain a system that documented its Superfund litigation costs.
Accordingly, ENRD instituted a management information system
designed by Rubino & McGeehin, Consulting Group, Incorporated
(contractor). The system was designed to process financial data from
ENRD’s Expenditure and Allotment (E&A) Reports into: (1) Superfund
direct costs by specific case, broken down between direct labor costs
and all other direct costs, (2) non-Superfund direct costs, and
(3) allocable indirect costs.®

The EPA authorized ENRD reimbursements of $27.9 million for
FY 2004 and $26.9 million for FY 2005 in accordance with Interagency
Agreements DW-15-93796801 and DW-15-92194601, respectively.

Excise taxes imposed on the petroleum and chemical industries
as well as an environmental income tax on corporations maintained
the Trust Fund through December 31, 1995, when the taxing authority
for Superfund expired. Since that time, Congress has not enacted
legislation to reauthorize the tax. Therefore, the only funding for the
Trust Fund are monies recovered through Superfund litigation.
Consequently, the significance of ENRD’s Superfund litigation can be
seen in the commitments and recoveries the EPA has obtained, with
the EPA receiving over $5.9 billion in commitments to clean up
hazardous waste sites and recovering $4.4 billion from potentially
responsible parties for FYs 1988 - 2005, as shown below.®

> The E&A Report is a summary of the total costs incurred by ENRD during
the fiscal year. The report includes all costs (both liquidated and unliquidated) by
subobject class and a final indirect cost rate calculation for the fiscal year. Other
direct costs charged to individual cases include special masters, expert witnesses,
interest penalties, travel, filing fees, transcription (court and deposition), litigation
support, research services, graphics, and non-capital equipment. Indirect costs are
the net of the Superfund funding provided in the EPA Interagency Agreements less
direct charges and are allocated based on the direct Superfund salary costs on each
case.

6 Commitments are estimated funds from potentially responsible parties for

the clean up of hazardous waste sites. Recoveries are funds actually received by
EPA that include Superfund cost recovery, oversight costs, and interest.
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Estimated Commitments and Recoveries
(1988 to 2005)

FY Commitment Recovery
1987 $ o $12,000,000
1988 $10,000,000 $32,000,000
1989 $106,000,000 $73,000,000
1990 $10,000,000 $56,000,000
1991 $186,000,000 $182,000,000
1992 $225,000,000 $211,000,000
1993 $187,000,000 $326,000,000
1994 $148,000,000 $490,000,000
1995 $117,000,000 $204,000,000
1996 $101,000,000 $338,000,000
1997 $279,000,000 $333,000,000
1998 $403,000,000 $306,000,000
1999 $385,000,000 $329,000,000
2000 $429,000,000 $152,000,000
2001 $1,417,000,000 $562,000,000
2002 $562,000,000 $276,000,000
2003 $471,000,000 $180,000,000
2004 $285,000,000 $92,000,000
2005 $646,000,000 $265,000,000
Total $5,967,000,000 $4,419,000,000

Source: ENRD Commitment and Recovery Report for FYs
1987 — 2003, and Interagency Agreement for FYs 2004 and 2005

Audit Approach

The objective of the audit was to determine if the cost allocation
process used by ENRD and its contractor provided an equitable
distribution of total labor costs, other direct costs, and indirect costs to
Superfund cases during FYs 2004 and 2005. To accomplish our
objective, we assessed whether: (1) ENRD identified Superfund cases
based on appropriate criteria, (2) costs distributed to cases were
limited to costs reported in E&A Reports, and (3) adequate internal
controls existed over the recording of direct labor time to cases and
the recording of other direct charges to accounting records and
Superfund cases.’

’ Additional information about our audit objective, scope, and methodology
are contained in Appendix I.



FINDING AND RECOMMENDATIONS

Superfund Costs for FYs 2004 and 2005

We reviewed financial activities and procedures used by
ENRD to document, compile, and allocate direct and
indirect costs charged to Superfund cases. In our
judgment, ENRD provided an equitable distribution of total
labor costs, other direct costs, and indirect costs to
Superfund cases during FYs 2004 and 2005. However, we
make three recommendations to improve ENRD operations
and ensure compliance with DOJ directives: we
recommend that ENRD update its case designation
procedures, ensure that travel authorizations are approved
prior to the traveler proceeding on the trip, and ensure all
subobject code 2508 transactions are allocated to the
correct Superfund case number.

We designed the audit to compare costs reported on the
contractor-developed accounting schedules and summaries for
FYs 2004 and 2005 (see Appendix Il and Appendix 1V) to the
information recorded on DOJ accounting records, and to review the
cost distribution system used by ENRD to allocate incurred costs to
Superfund and non-Superfund cases. To accomplish this, we
performed the following tests:

e Compared Superfund total costs recorded as paid on the E&A
Reports to the amounts reported as Total Amounts Paid on the
year-end accounting schedules and summaries, and traced the
costs to Superfund cases.

¢ Reviewed ENRD’s methodology for identifying Superfund cases
by comparing a select number of cases against ENRD case
assignment criteria.®

e Reviewed direct labor and indirect costs distributed to Superfund
cases against the contractor-developed methodology, and
compared other direct costs to source documents to validate
their allocability to Superfund cases.

8 ENRD memorandum dated December 20, 2001, provides guidance on the
determination of Superfund cases.



We performed these steps to ensure that costs distributed to
Superfund and non-Superfund cases were based on the total actual
costs for FYs 2004 and 2005, that the distribution methodology used
and accepted in prior years remained viable, and that selected costs
were supported by evidence that documented their allocability to
Superfund and non-Superfund cases. These tests helped us determine
if ENRD provided an equitable distribution of total labor, other direct
costs, and indirect costs to Superfund cases during FYs 2004 and
2005.

Reconciliation of Contractor Accounting Schedules and
Summaries to E&A Reports

To ensure that the distribution of costs to Superfund and non-
Superfund cases was limited to total costs incurred for each fiscal
year, we compared the amounts reported on the E&A Reports to those
in the contractor’s Schedule 6, Reconciliation of Total ENRD Expenses.
According to the E&A Reports, total ENRD expenses were $104 million
in FY 2004 and $108 million in FY 2005 as shown in the following
table:

ENRD Expenses
by Fiscal Year

Description 2004 2005
Salaries $ 59,855,153 $ 61,532,266
Benefits 14,318,383 15,420,948
Travel 2,391,766 2,618,572
Freight 315,211 362,261
Rent 12,725,851 15,411,284
Printing 69,470 124,386
Services 13,210,494 11,287,561
Supplies 713,257 619,548
Equipment 830,135 671,477
Total $104,429,720 $108,048,303

Source: ENRD E&A Reports for FYs ending 09/30/04 and 09/30/05



We then traced the E&A amounts to the distributions on Schedule 5,
Superfund Costs by Object Classification, and Schedule 2, Superfund
Obligation and Payment Activity By Fiscal Year of Obligation. We
found that the amounts on these schedules reconciled through
Schedule 6 to the E&A Reports.

After reconciling the contractor accounting schedules and
summaries to the E&A Reports, we focused on the distribution of costs
to Superfund. Our starting point for reviewing the distribution system
was to identify and reconcile ENRD cases as Superfund or non-
Superfund. This enabled us to extract only Superfund data from the
ENRD data to compare to the accounting schedules and summaries.
The Superfund costs in Schedule 2 of the accounting schedules and
summaries for FYs 2004 and 2005 reported the following:

Superfund Distributed Costs by Fiscal Year®

Cost Categories 2004 2005
Labor $ 7,595,887 $ 7,063,184
Other Direct Costs 2,083,287 1,111,321
Indirect Costs 14,668,225 13,564,536
Superfund Program Expenses 529,284 349,153
Unliguidated Obligations 3,163,698 4,874,211
Totals $28,040,381 $26,962,405

Source: Schedule 2 of the contractor’s accounting schedules and summaries.

Superfund Case Reconciliation

ENRD litigated Superfund and non-Superfund cases. To control
the processing of cases, ENRD assigned each case unique identifying
numbers and maintained an annual database of Superfund cases. To
ensure that the contractor used the appropriate Superfund database,
we reconciled the contractor’s Superfund database to ENRD’s original
Superfund database. This database identified 1,031 Superfund cases
in FY 2004 and 1,081 cases in FY 2005 that incurred costs. We also
reviewed the Superfund case designation criteria and case files to
establish the method used by ENRD to identify Superfund cases, and
to determine if cases were identified in accordance with established
criteria.

® The amounts listed in this table reflect actual reimbursements. The
interagency agreements budgeted $28,150,000 and $27,150,000 for FYs 2004 and
2005, respectively.




We randomly selected 39 cases from the FY 2005 Superfund
database to test whether ENRD sections adhered to case designation
procedures outlined in the December 20, 2001, ENRD memorandum,
Determination of Superfund Cases.*® We reviewed the cases against
ENRD case documents including case intake worksheets, case opening
forms, case transmittals, and e-mails. These documents referenced
laws, regulations, or other information that established the cases as
either Superfund or non-Superfund for tracking purposes.

We found that all 39 cases reviewed contained proper
referencing documentation in the case files to justify the Superfund
classification. However, we noted ENRD’s December 20, 2001,
memorandum, Determination of Superfund Cases, needs to be
updated to appropriately reference the reorganized Natural Resources,
Wildlife and Marine Resource, Indian Resource, Law and Policy, and
the Executive Office litigation sections in ENRD.

Superfund Cost Distribution

Since we found that ENRD’s case identification method
adequately identified Superfund cases, we next reviewed the system
used by the contractor to distribute direct labor, indirect costs, and
other direct costs charged to Superfund cases. Following are the
results of our review of the cost categories.

Direct Labor

During the 2 years under review in this audit, the contractor
continued using the labor distribution system from prior years, which
we had reviewed and accepted in prior audits. ENRD provided the
contractor with electronic files that included employee time reporting
information and biweekly salary information downloaded from the
National Finance Center.* The contractor used the following formula
to distribute labor costs monthly:

10 see Appendix Il for the 39 cases we sampled. ENRD Sections included
were Environmental Crimes, Environmental Defense, Environmental Enforcement,
Land Acquisition, Law and Policy, Executive Office, Appellate, and Natural Resources.

1 The National Finance Center processes biweekly payroll information for
many federal government agencies, including the DOJ.
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Salary Starting Point: Employee Biweekly Salary

Divided by: Employee Reported Biweekly Work Hours
Equals: Biweekly Hourly Rate
Multiplied by: Employee Reported Monthly Superfund and

Non-Superfund Case Hours

Results In: Distributed Individual Monthly Labor Case Cost

For purposes of our review, we:

e Matched the total Superfund and non-Superfund labor costs to
costs reported on the E&A Reports for FYs 2004 and 2005.

e Reviewed ENRD electronic labor files and selected salary files
provided to the contractor and the resultant electronic files
prepared by the contractor to summarize costs by employee and
case.

e Extracted and reconciled Superfund case costs from the
contractor files by using validated Superfund case numbers
discussed earlier in this report.

We performed selected database matches to compare ENRD
employee time and case data against the contractor’s electronic files
used to prepare the accounting schedules and summaries, and to
identify Superfund case data. As mentioned in the Superfund Case
Reconciliation section of this report, we were able to rely on the
Superfund case database to match the ENRD case list to the
contractor’s completed schedules. We compared ENRD’s electronic
files to the contractor’s and determined that the total Superfund hours
were 168,825 for FY 2004 and 147,614 for FY 2005. To determine the
number of Superfund cases with direct labor costs for each fiscal year,
we compared the Superfund billed time data, which included 1,031
cases in FY 2004 and 1,081 cases in FY 2005, to the electronic files
prepared by the contractor. Through our database matches, we found
no reportable differences in the total number of Superfund cases with
direct labor costs for each fiscal year.



Next, using the contractor’s electronic files, we determined that
the direct labor costs for Superfund cases were $7,595,887 for
FY 2004 and $7,063,184 for FY 2005. We traced these amounts to the
accounting schedules and summaries, and selected one month in each
fiscal year (May 2004 and January 2005) to review the effective
employee hourly rates calculated by the contractor. We found no
reportable differences.

Overall, we were able to verify the accumulation of reported
hours, the development and application of hourly rates, and the
extraction of labor costs for Superfund cases. Therefore, in our
judgment this process provided an equitable distribution of direct labor
costs to Superfund cases during FYs 2004 and 2005.

Indirect Costs

In addition to direct costs incurred for specific cases, ENRD
incurred indirect costs that were allocated to all cases. These include
salaries, benefits, travel, freight, rent, communication, utilities,
supplies, and equipment. The contractor distributes indirect costs to
individual cases using an indirect cost rate that is calculated on a
fiscal year basis.

The indirect cost rate is comprised of an ENRD indirect rate and
a Superfund specific indirect rate. To calculate the ENRD indirect rate,
the contractor subtracted the amount of direct costs from the total
costs incurred according to ENRD’s E&A report, and divided this
amount by total direct labor for the period. To calculate a Superfund
specific indirect rate, the contractor identified indirect costs that
support only Superfund activities and divided these costs by Superfund
direct labor. The rates for FYs 2004 and 2005 are as follows:

Indirect Cost Rates by Fiscal Year

Category 2004 2005

ENRD Indirect Rate 187% 188%
Superfund Specific Indirect Rate 22% 27%
Combined Indirect Cost Rate 209% 215%

Source: Schedule 4 of accounting schedules and summaries, percentages
rounded to nearest whole percent
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Using the E&A Reports and the contractor’s electronic files, we
reconciled the total indirect amounts to the accounting schedules and
summaries, Schedule 4, Indirect Rate Calculation, to ensure that the
contractor used only paid costs to accumulate the expense pool. We

determined that the total amount of indirect costs for FY 2004 was
$59,505,112 versus the contractor’s calculation of $59,505,111 ($1
variance). Furthermore, we determined that the total amount of
indirect costs for FY 2005 was $63,826,319 versus the contractor’s
calculation of $63,826,318 ($1 variance). These variances had a
negligible impact upon the indirect cost rates and are considered
immaterial. In our judgment, the indirect expenses calculated by the
contractor are materially accurate. Therefore, we found that this
process provided for an equitable distribution of indirect costs to

Superfund cases during FYs 2004 and 2005.

Other Direct Costs

The other direct costs incurred by ENRD and distributed to
Superfund during FYs 2004 and 2005 are provided in the following

table.

Superfund Other Direct Costs by Fiscal Year

Subobject Code and Description 2004 2005
1153-Special Masters Compensation $ 95,417 $ 45,692
1157-Expert Witness Fees 2,287,056 1,015,843
2100-Travel and Transportation 540,555 373,483
2411-Printing and Reproduction, Court 6,565 18,698

Instruments
2499-Printing and Reproduction, All Other 1,367 40
2508-Reporting and Transcripts-Deposition 148,439 125,847
2509-Reporting and Transcripts-Grand Jury
2510-Reporting and Transcripts-Court 9,773 4,478
2529-Litigation Support 1,650,136 1,011,763
2534-Research Services
2537-Advisory and Assist 141
2557-Litigation Graphics 892 2,146
2563-Interest Penalties-Government 187 18
2598-Miscellaneous Litigation Expenses 5,486 851
2599-0Other Services 45,563
3129-Non-Capitalized Automated Litigation

Support Equipment

Totals $4,791,577 $2,598,859

Source: The contractor’s electronic files for FYs 2004 and 2005
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As part of our audit, we reviewed selected FY 2005 direct cost
transactions in the following four subobject codes:

1157 — Expert Witness Fees,

2100 — Travel and Transportation,

2508 — Reporting and Transcripts — Deposition, and
2529 — Litigation Support.

For FY 2005, these four subobject codes comprised 94 percent of the
transaction universe (923 transactions) and 97 percent of the FY 2005
other direct cost expenditures ($1.1 million). We stratified the high
dollar transactions within these subobject codes and tested

100 percent of these transactions and selected the remaining
transactions based on a statistical sample. In total, we reviewed 274
transactions totaling approximately $551,015 as detailed in the chart
below:

Other Direct Cost Tested

Subobject Code Transactions Dollar
1157 27 $305,505
2529 13 42,892
2100 168 148,916
2508 66 53,702
Totals 274 $551,015

Source: OIG other direct cost sample

We designed our review of the transactions in other direct costs
to determine if the selected transactions included adequate support
against the following four attributes:

e Correct subobject code classification — verified that the correct
subobject code was used to classify the cost;

e Correct Superfund/non-Superfund case classification — verified
that the case number appearing on the documents matched the
case number in the Superfund database;

e Correct dollar amount — verified that the dollar amount listed in
the other direct costs database matched the amounts on the
supporting documentation; and

e Proper approval — verified that the proper approval was obtained
on the vouchers paying the other direct costs.

-12 -



Our tests resulted in no exceptions in the Expert Witness Fees
(subobject code 1157) and Litigation Support (subobject code 2529)
transactions tested against the four reviewed attributes.

As part of our testing for Travel and Transportation (subobject
code 2100), we reviewed 168 travel vouchers and found that 1 travel
voucher could not be located and 5 travel vouchers did not have
evidence that they were signed by an authorizing official after the
ENRD employees completed their travel.*? In addition, we found that
39 authorizations in FY 2005 were not approved prior to the requested
travel. We reported this finding in previous audit reports.*® In
response to this finding in our September 2003 report, ENRD issued a
memorandum, dated September 12, 2003, to Section Managers
reminding them of their responsibilities under the travel regulations to
document approval of travel prior to the travel being initiated. The
prior authorization of travel initiates the obligation of the travel costs
and ensures that the traveler is protected by an official authorization
during periods of travel. Again in this audit, we recommend that ENRD
require that all its employees have a documented authorization prior
to incurring any travel expense.

For Reporting and Transcripts — Deposition (subobject code
2508) transactions, we found case numbers appearing on six vouchers
that did not match the case numbers in the Superfund database. The
error does not impact total Superfund dollars; however, it impacted
the dollars allocated to specific Superfund cases. ENRD attributed this
to an isolated keying error performed by an ex-employee. As a result
of our audit, ENRD reviewed all subobject code 2508 transactions with
the problem Superfund case number to ensure that the case number
was accurate. They determined that 14 additional transactions not
included in our testing sample also reflected the inaccurate Superfund
case number and subsequently corrected the case numbers.

12 ENRD officials explained that file copies of travel vouchers are made prior
to supervisor approval of the voucher and that is why no signature appeared on the
vouchers.

13 Department of Justice, Office of the Inspector General, Report Number
96-12, Superfund Activities in the Environmental and Natural Resources Division for
Fiscal Year 1994, May 1996; Department of Justice, Office of the Inspector General,
Report Number 00-08, Superfund Activities in the Environmental and Natural
Resources Division for Fiscal Year 1997, March 2000; and Department of Justice,
Office of the Inspector General, Report Number 03-34, Superfund Activities in the
Environmental and Natural Resources Division for Fiscal Years 2000 and 2001,
September 2003.
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Based on our statistical sampling methodology and the results of
our testing, the error rates we identified fell below 3 percent or were
not considered material. Accordingly, we did not take exception to the
errors or project the results to the total universe of transactions in
FY 2005. In our judgment, ENRD maintains adequate internal controls
over the recording of other direct charges to accounting records and
Superfund cases.

Conclusion

In our judgment, ENRD provided an equitable distribution of
total labor costs, other direct costs, and indirect costs to Superfund
cases during FY 2004 and FY 2005.

Recommendations
We recommend that ENRD:

1. Ensure that the ENRD memorandum entitled Determination of
Superfund Cases is updated to include all ENRD litigation
sections.

2. Ensure that all travel by ENRD employees is appropriately
authorized prior to incurring any travel expense.

3. Ensure that all FY 2004 and 2005 Superfund subobject code
2508 transactions are allocated to the correct case number
within the Superfund database and the Financial Management
Information System.
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Statement on Compliance with Laws and Regulations

The purpose of the audit was to determine if the cost allocation
process used by ENRD and its contractor provided an equitable
distribution of total labor, other direct costs, and indirect costs to
Superfund cases during FYs 2004 and 2005. In connection with the
audit, as required by Government Auditing Standards, we reviewed
management processes and records to obtain reasonable assurance
concerning ENRD’s compliance with laws and regulations that if not
complied with, in our judgment, could have a material effect on
ENRD’s operations. Compliance with laws and regulations applicable
to ENRD’s management of Superfund litigation is the responsibility of
ENRD’s management.

We conducted our review against relevant portions of CERCLA,
and did not identify any instance of ENRD noncompliance.
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APPENDIX 1

OBJECTIVE, SCOPE, AND METHODOLOGY

The objective of the audit was to determine if the cost allocation
process used by ENRD and its contractor provided an equitable
distribution of total labor costs, other direct costs, and indirect costs to
Superfund cases during FYs 2004 and 2005. To accomplish the overall
objective, we assessed whether: (1) ENRD identified Superfund cases
based on appropriate criteria, (2) costs distributed to cases were
limited to costs reported in E&A Reports, and (3) adequate internal
controls existed over the recording of direct labor time to cases and
the recording of other direct charges to accounting records and
Superfund cases. We conducted our audit in accordance with
Government Auditing Standards issued by the Comptroller General of
the United States.

The audit focused on, but was not limited to, financial activities
and the procedures used by ENRD to document, compile, and allocate
direct and indirect costs charged to Superfund cases from October 1,
2003, through September 30, 2005. We compared total costs
recorded as paid on the E&A Report to the amounts reported as Total
Amounts Paid on the year end accounting schedules and summaries,
and traced the costs to the Superfund cases for FYs 2004 and 2005.
We also reviewed direct labor costs and indirect costs distributed to
Superfund against the contractor-developed methodology for FY 2004
and FY 2005. We conducted a review of ENRD’s methodology for
identifying Superfund cases by comparing a select number of cases
against the ENRD case assignment criteria for FY 2005 and we
performed detailed transaction testing of other direct costs for
FY 2005.

For our assessment of internal controls over the compilation of
direct labor charges, we relied on the results in the Office of the
Inspector General Report number 01-19, August 2001, Environmental
and Natural Resources Division Network Computer Security and Case
Management System Internal Control Audit.

- 16 -



APPENDIX 11

2005 CASES IN SAMPLE REVIEW

Case Number

ENRD Litigation Section

90-11-2-196C
90-11-3-07299
90-11-3-128/5
90-11-2-477/1
90-12-02075
198-48-00514/1
198-37-00452
198-77-00586
198-41-00503
198-32-00487/1
198-77-00538
90-11-6-17255
90-11-6-17385
90-11-5-05764
90-11-6-05510
90-11-6-16303
90-11-3-07531
90-11-2-07883
90-11-3-1638/2
90-11-2-07430
90-11-2-07912
90-11-3-07541
90-11-3-1651
90-11-3-863
90-11-3-269/3
90-11-2-07430/2
90-11-2-506/1
90-11-3-07377
90-11-3-06902/2
90-11-2-196A
33-22-2430-11053
33-5-3131-10450
33-10-886-11155
33-41-128-07665
33-46-444-11037
90-12-02055
90-12-01779
90-1-23-10662
90-1-23-10940

Appellate

Appellate

Appellate

Appellate

Appellate

Environmental Crimes
Environmental Crimes
Environmental Crimes
Environmental Crimes
Environmental Crimes
Environmental Crimes
Environmental Defense
Environmental Defense
Environmental Defense
Environmental Defense
Environmental Defense
Environmental Enforcement
Environmental Enforcement
Environmental Enforcement
Environmental Enforcement
Environmental Enforcement
Environmental Enforcement
Environmental Enforcement
Environmental Enforcement
Environmental Enforcement
Environmental Enforcement
Environmental Enforcement
Environmental Enforcement
Environmental Enforcement
Environmental Enforcement
Land

Land

Land

Land

Land

Law and Policy

Law and Policy

Natural Resources

Natural Resources

- 17 -



APPENDIX 111

FY 2004 ACCOUNTING SCHEDULES AND SUMMARIES

RUBINO & M(:("}I']_",IIIN ConsuLTING GROUP, [NC.

October 4, 2005

6905 RoCKLEDGE DRIVE Mr. Robert L. Bruffy
SuITE 700 U.5. Department of Justice
BETHESDA, MARYLAND Environment and Natural
20817-1818 Resources Division
PHONE: 301 564 3636 Suite 8000

Fax: 301 564 2994 601 D Street IN.W.
Washington, DC. 20004

www.rubino.com

Dear Mr. Bruffy:

Enclosed please find the tollowing final fiscal year 2004 year end
accounting schedules and summaries relating to costs incurred by the
United States Department of Justice (DOJ), Environment and Natural
Resources Division (ENRD) on behalf of the Environmental
Protection Agency (EPA) under the Comprehensive Environmental
Response, Compensation and Liability Act of 1980 and the Superfund
Amendments and Reauthonzation Act of 1986 (SARA or, hereafter,

Superfund):
°  EPA Billing Summary - Schedules 1-6
September 30, 2004

DOJ - Superfund Case Cost Summary (electronic copy)
As of September 30, 2004

% DOIJ - Superfund Cases - Time By Attorney/Paralegal
Year Ended September 30, 2004 (¢lectronic copy)

DOJ - Superfund Direct Costs (electronic copy)
Year Ended September 30, 2004

The schedules represent the final fiscal year 2004 amounts, and
eslablish an indirect cost rate applicable to the entire fiscal year. As a
result, the summaries included supersede all prior preliminary
information processed by us relating to fiscal year 2004,

250

ehrating 25 Years

tMember, MSI Network - A Worldwide Association of Independ Pratessional Firms [‘I'I.‘-\?
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Mr. Robert L. Bruffy

U.S, Department of Justice
October 4, 2005

Page 2

The schedules, summaries and calculations have been prepared by us based on
information supplied to us by the ENED. Professional time charges, salary data, and
other case spegific cost expenditures have been input or translated by us to produce the
aforementioned reports. Total costs incurred or obligated by the ENRD as reflected in the
Expenditure and Allotment Reports (E&A) for the period have been used to calculate the
total amount due from EPA relating to the Superfund cases. Computer-gencrated time
reporting information supplied to us by DOJ (based on ENRD's accumulation of attorney
and paralegal hours) along with the resulting hourly rate calculations made by us based on
ENRD-supplied employee salary files, have been reviewed by us to assess the
reasonableness of the calculated hourly rates.  All obligated labor amounts reflecied on
the E&A's as of September 30, 2004, which are not identified as case specific, have been
classified as indirect labor.

Our requesied scope of services did not constitute an audit of the aforementioned
schedules and summaries and, accordingly, we do not express an opinion on them.
However, the methodology utilized by us to assign and allocate costs to specific cases is
based on generally accepted accounting principles, including references to cost allocation
guidelines outlined in the Federal Acquisition Regulations and Cost Accounting
Standards. In addition, we understand that the DOJ audit staft will continue to perform
periodic audits of the source documentation and summarized time reporting information
accumulated by ENRD and supplied to us. Our accounting reports, schedules and
summaries will, therefore, be made available to DOJ as part of this audit process.
Beyond the specific representations made above, we make no other form of assurance on
the aforementioned schedules and summaries.

Very truly yours,
Rubino & McGeehin Consulting Group, Inc.

Enclosures
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EPA Billmg Smmary - Amoun: Paid

Add:
Favments in FY 2004 for 2003 (z)
Favments in FY 2004 for 2002 (z)
Pavments in FY 2004 for 2001 iz)

Fayrents in FY 2004 for 2000 (z)

Sultatal
Unliguidated Oblizatons (c)

Total

EPA BILLING SUMMARY

SUMMARY OF AMOUNTS DUE
BY INTERAGENCY AGREEMENT

Septamuber 30,

WA
LUl

3 24876683 (1)

2003

2004

§ 24125358 (B) 3

Fiscal Years

AT
LULID

26,096,243

Srhedule 1

2000
§ 28892087 (b)

2,394,062 - -
- 623287 ;
- 236,796 -

- - (232)

24,376,683 26,519,420 27,619,530 28,069,649 28,591,855
3,163,608 004,865 183,265 3514 -

5 25040381 § 27414285 1712795 5 004773 § 2891355

{2) See EPA Billing Surmnary, Schednle 2, Seprember 30

- 20 -

(b} See EPA Billing Surmnary, Schednle 1, September 30,
() See EPA Billing Surmnary, Schednle 3, Seprember 30,

2004
2003

2004



Schednle 2
ERABILLING SUMMARY
SUPERFUND OBLIGATION AND PAYMENT ACTIVITY DURING 2004
BV FISCAL VEAR OF OBLIGATION
Fiscal Years
2004 2003 2002 2001 2000 Tonl

Amounts Paid:
Labar 5750587 % - § - 3 - § - § 7585887

Other Direct Cost WHAET 1184856 510942 260,253 - 4158333
Tndirect Costs 14668225 1199206 3345 (3457) @Y 15708

Superfind Prozram Expenses 520,284 - - - - 510 134

Subz] METEEE 1304080 63207 236,796 B3 130,596

Unliquidated Oblizations (a) 3,163,608 004,865 193,265 3514 - 4,286,052

Totals S18040381  § 3200017 5816352 3271000 (131 814754

(3) See Schedule 3
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Schedule 3
EPABILLING SUMMARY
FISCAL YEARS 2004, 2003, 2002 AND 2001 UNLIQUIDATED CBLIGATIONS
Seprember 30, 2004

Fiscal Years
i 200 2002 2

ENPD unliquidated oblizstons

at Seprember 30, 2004 FU0L60 §F TINLETD 5 G0BST0 § 3052E0
Less: umliquidated oblizations;

Saction 1303 (a) 19,018 043 34308 320,286 310,610

Saction 1506 (b) 768,000 1167833 70,136 1430

Saction 1508 [¢) 1478 963 fitig. 060 185201 2508

Subtotal 21,265,908 4,280,284 575,843 346,757

Metmnliguidated oblizations - ENED 7,033,241 043703 EINEY 43332
Superfind percentazs (d) 13 RE50% 153150% 24 35804 15005
Superfind portion of unliguidared

ohliganons 1684735 138,706 1874 12,616
Add - Section 1598 nnliguidared

obliganons 1478043 fifig, 069 185291 12508
Total Snperfind nnliquedared oblizations (g) §O3163608 0§ 0046 §F 183285 § IIM

i

(a) Section 1395 relafes to eimburzable amonnss from agencies other than ERA.

ib) Section 1396 relares o pow-Superfind charges.

{c) Section 1398 relafes to charges that are Superfund specific.

id) Superfund perceatage of wnliqnidsted oblizations was caloulsted by dividing vear to date Superfund
diract Labor by the total direct labor for each of e fiscal vears.

(e) Relates only to wnliguidated oblizazions for fe fiscal year indicated.
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Schadule 4

EPA BILLING SUMMARTY
INDIFECT BATE CALCULATION

Septernber 30, 2004

Toral
Amounis
Drescription Paid (z)
Indirect labor (b} 525,950,902
Fringes 14.264,081
Indirect wavel 315,398
Fraight 315211
Office space and unlities 12.350,918
Frinting(forms, etc.) 21,187
Training and other services 4.735,032
Supplies 713,257
Nop-capitalized equipmen: and nuscellaneons 830,135
Subtotal 59,305,111
Total Direct Labor 31,800,738
ENED Indirect Costs Fate - F'Y 2004 Obligations 187.1187%4%
Plus: Superfund Indirect Costs for Prior Yesr Obligations (¢ ) and Superfund Specific Costs (d)
20004 3 434,897
2003 1,199,206
202 3,345
2001 (23.45T)
20006 (2323
Total 1,633,759
Superfimd Direct Labor 7,595,887
Superfind Indirect Fata 21.5085%
Total Indirect Fate 208.6272%

(2) Indmrect cost rate caloulations are presentad on a fiscal year-to-date basts. All
case specific and other nnallowakle costs (Section 1395 and 1596) have been
removed.

(b} Indirect labor and frmges include certain month-end obligaton accmals.

(o) Indirect cost payments for the prior vear obligations inclnded in the totals presented
are as follows; 3998, 800; §3,345; §(23 457); and ${231) for F/'Y 2003
through 2000 respectively.

{d) The balance of the charges in the totals presented were paid during fiscal vear 2004
o maintain Superfond case informaton or perform other Superfund Specific
actvities. These charges were mmfizted as a2 result of Superfund and are
of benefit only to the Superfund Program. They have been allocated ouly o
Superfind cases through this separate indirect approach. The charges are 3434,397 and
3200.406 for Fiscal years 2002 and 2003 respectively.

- 23 -



Srheduls §

EPA BILLING SUMMARY
SUBERFULND COSTS BY OBJECT CLASSIFICATION

September 30, 2004

Superfund
Chyect Diract Erogram Tndurect Unliguidzted
Clzzs.  Descripnion  Expenses Expanses Expenses Ohblizations (b) Total

Salaries
Benefits
Travel
Freight
Flent
Erinting
Services
Supplies

Equipimant
Total

SESILTS (a) § 0 T4A10  SE4TIESY  SLAI96TI 517080705

3,407,108 118,815 3,525,021

483,218 - 75,335 51817 10,391
75,201 20,708 a5 000

285,375 3,030 624 287622 3,612,683

4138 - 5,055 4054 18,277
260 045 168 480 1223247 804802 2,566,574
170,368 2172 199 540

198 285 122,005 320,290

0,678,174 § 518184 314668215 33,163,607 328,040,380

(3) Includes costs for direct labor, special mastars and expsam wimasses,
i) Represents the Superfimd portion of wnliquidated damages.
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Ohject

11

Descripticn
Salaries
Benafin
Travel
Freizht
Fent
Frintng
Semvices
Supplies

Equipment

EPA BILLING SUMMARY

0 HA

Saprentber 30, 20

FECOWCILIATION OF TOTAL ENFD EXPENSES

Schadule 6

- Indiract
—-Superfund-—-- -Mon-Superfund--- Section Total
Direct Indiract Diirect Indiract 1585 & 1596 Amounts

Expensas Expensas Expanies Expensas Expenses Paid
BEOOTIEL 6473831 314416607 §10.739143 §208 362 530,855,153
3,407,106 - 10,856,083 . 14318303
433,230 75,335 1,583 840 M0043 8,138 1301,766
75,201 - 230,820 315
285373 3,039,684 - 9,400,740 12,725,851
4138 5,033 44143 14,112 60470
433323 BERCY 1,408 638 3,604 029 6,445,035 13210404
170,368 - 41558 T13.257
193 283 - 831,850 B30.135
Fl0208458 514468125 527344370 BSOITEY 5671633 5104428720
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APPENDIX 1V

~FY 2005 ACCOUNTING SCHEDULES AND SUMMARIES
PO IINORY M CGEELIN consunme Grove,ine.

6905 RoCKLEDGE DRIVE
SuITE 700

BETHESDA, MARYLAND
20817-1818

PHONE: 301 564 3636
Fax: 301 564 2994

www.rubino.com

Celebrating 25 Years

May 4, 2006

Mr. Robert L. Bruffy

U.5. Department of Justice

Environment and Natural
Resources Division

Suite 8000

601 D Street NJW.

Washington, DC. 20004

Dear Mr. Bruffy:

Enclosed please find the following final fiscal year 2005 year end
accounting schedules and summaries relaling to costs incurred by the
United States Department of Justice (DOJ), Environment and Natural
Resources  Division (ENRD) on  behalf of the Environmental
Protection Agency (EPA) under the Comprehensive Environmental
Response, Compensation and Liability Act of 1980 and the Superfund
Amendments and Reauthorization Act of 1986 (SARA or, hereafter,
Superfund):

¢ EPA Billing Summary - Schedules 1-7
September 30, 2005

DOJ - Superfund Case Cost Summary (elecironic copy)
As of September 30, 2005

DOJ - Superfund Cases - Time By Attorney/Paralegal
Year Ended September 30, 2005 (electronic copy)

DOJ - Superfund Direct Costs (electronic copy)
Year Ended September 30, 2005

The schedules represent the final fiscal year 2005 amounts, and
estabhish an indirect cost rate applicable to the entire fiscal year. Asa

result, the summaries included supersede all prior preliminary
information processed by us relating to fiscal year 2005.

Member, MSI Network — A Worldwide Assucionon ol Independent Professional Firms msi

- 26 -



Mr. Robert L. Bruffy

U.S. Department of Justice
May 4, 2006

Page 2

The schedules, summaries and calculations have been prepared by us based on
information supplicd to us by the ENRD. Professional tune charges, salary data, and
other case specific cost expenditures have been input or translaied by us to produce the
aforementioned reports. T'otal costs incurred or obligated by the ENRD as reflected in the
Expenditure and Allotment Reports (E&A) for the period have been used to calculate the
total amount due from EPA relating to the Superfund cases. Computer-generated time
reporting information supplied to us by DOJ (based on ENRD's accumulation of attorney
and paralegal hours) along with the resulting houriy rate calculations made by us based on
ENRD-supplicd employee salury files, have been reviewed by us to assess the
reasonablencss of the calculated hourly rates. All obligated labor amounts reflected on
the E&A's as of September 30, 2005, which are not identified as cuse specific, have been
classified as indircet labor,

Our requested scope of services did not constitute an audit of the aforementioned
schedules and summaries and, accordingly, we do not expiess an opinion on them.
However, the methodology utilized by us to assign and allocate costs to specific cases is
based on generally accepted accounting principles, including refercnces to cost allocation
guidelines outlined in the Federal Acquisition Regulations and Cost Accounting
Standards. In addition, we understand that the DOJ audit staff will continue to perform
periodic audits of the source documentation and summarized time reporting information
accumulated by ENRD and supplicd to us. Our accounting reports, schedules and
summancs will, therelore, be made avalable to DOJ as part of this audit process.
Beyond the specific representations made above, we make no other form of assurance on
the aforementioned schedules and sunumarics.

Very truly yours,

fuﬁa f %/?m&%

Rubino & McGeehin Consulting Group, Inc.

Enclosures

Runino & McGEesN
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Sehaduls |
EPABILLING STMMARY
SUMMARY OF AMOUNTS DUE
EY INTERAGENCY AGREEMENT
Septewher 30, 2003

Fisgal Years
EPA Billng Sunmary - AwouPaid § DL0RRIO4 (3 § ET6EE ) § 654N () § A0S0 {) § BIREY (3
Add:
Payments in FY 2005 for 2004 () - 134087
Payments in FY 2005 for 2003 () - - 541
Payments in FY 2003 for 2002 () - - . 2,284
Payments in FY 2003 for 2001 (2) - - . - (1.833)
Subiotal 23088194 27417560 16,570,061 17,681,814 1067716
Uniquidated Obligatons (£) 4374001 STRT1H] 4110 36,005
Tonl L (. T AT S S N . 1 § 28067714

(1) See EPA Billing Summary, Scheduls 2, September 30, 2003
(b} See EPA Billing Swnmary, Schedule 1, Septamber 30, 2004
(r} See EPA Billing Summary, Scheduls 3, September 30, 2003
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Schedule?

EPABILLING SUMMARY
SUPERFUND OBLIGATION AND PAYMENT ACTIVITY DURING 2003
SYFISCAL YEAR OF OBLIGATION

Fizpal Tears

W5 W W Twl

Ao i N B
Labar R T - S S A 6
Other Direct Costs LILL 687336 14581 SAEY 1276 2,003,503
Indect Costs 13364536 1715476 (86,180 ENES (420, I51075
Superfund Program Expenzes HE 15 137 465 . - - 485,418

Subonl  2D0BRI4 154087 0,841 1,184 (1933) 24749083

Unliquidated Obligations (2] LIT4NL ATE4 41,100 26,005 - 5,016,368

Totals P6060405  S1IE0L § 043 SR (5193)  SA6E54D0

(2] Sea Schedula 3
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Scheduls 3
EPA BILLING SUMMARY
FISCAL YEARS 2003, 2004, 2003 AND 2002 UNLIQUIDATED OBLIGATIONS
Seprember 30, 2003

Fizzal Years

ENRD Unliguidated Obligations

at Saptember 30, 2003 B 32410039 0§ 437184 0§ IG6481 0§ TRATS
Lass- Unhipmdated Oblizations:

Section 1593 (a) 17,363,184 1986,724 1,514,354 51,838

Section 1596 (1) 616,000 733,613 83,680 -

Section 1398 (o) 1361345 357,230 436,371 15,893

Subtatal 10,342,708 4,107,367 3,018,586 78,634

Tt Unliquidated Obligadons - ENRD 12,068,330 74,507 17,893 4]
Superfund percentaze (d) 20.8205% 135050 25.3151% 2435095
Superfimd portion of Urhomdated

Ohligations 3511,66 17,318 4530 10
Add - Sectipn 1598 Unliquidated

Dbligations 1361343 357,230 436,572 15,893

Toial Superfind Unliquidaced Obligations (&) § <874211  § 37548 § 441000 § 26003

(21 Section 1395 relates to refmbursable amounts from agencies other than E2A.

ib) Section 1394 ralafes to non-Superfund charge:.

{£) Section 1398 ralates to charzes that are Superfund specific

() Superfund percentage of unliquidaed obliganions was caloulared by dividing vear to das
direct Iabor by the total direct labor for sach of the fiscal years.

(2] Belates only to unliquidaced oblizations for the fiscal year indicated
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EPA BILLTNG STRIARY
INDIRECT FATE CALCULATION

Seplember 30, D005

._.l:l\.'l':Ehu:

Tredireol labsse (b

Frifges

Trediresol trarvel

Freight

OiGie apaase aredl inilitica

Frinmteg{lorss, el

Trasing snd sther servies

Eurprplaz

Men-capetalized equipesest and miscellinéom

i ETE |
Total Dire Labor

EMED Indeect Coot Rale - B 2004 Ohilgationa

Flus: Soperdunel Ivdesect Corata G Price YVeir Oblgaton (¢ ) wnd Superfond Speclic Costa{ d )

005
00
i3
i
il

Tuilal
Auperiurs] Darect Latar

Superiurel Indeed Rae

Total lesdirest Rane

5 175579
1.T15.87é
(BE 1B
1,735
(4 20
150 501
TOEE LIRS

(@) Inderecd ol fibe caloolalisss ane presenbed o & Pl Fear-to-Dete bass All
e dpecific ind cther usallewabls cogls (Fection 1505 wnd 1356 have B

remsied

(B Indiect bl ind Singes mnelide cemae manth-end chligaten seenmls

() Indeat coal payments for e proor year ahligations sdclhaled = ihe wolah preinl
se as fillowen, §1 603 380 S84 1 B0 83 735, end S04, 20807 for F1Y 2004

throeugh D001 rerpetively.

Sommlule 4

Tural
A
Faid il

526,585, 71
15, 364,042
451, B

15, 08, 54
kvl |
L6750
E1F, 548
G54, 500

63,806 318

33,024,152

153, 14500

I PSR

i e

() Thebulases of Se clargpes e woleds presermied wens pasl direg Necel year I000

b i fibies SupesTiind o mnforssalaon of perfiem other Supeifiand Spetic

sslivitisn. These charges wese inilialed ai a el oF Superfond sl are

ol Benelit anly 1o the Supslind Frognen. They have been allszalal soly

Supeifond casss Srough this separale indiresl approech The charges are $175, 570 and
FIIT002 for Fiscal Yo J005 and 2004 seapeclively

- 31 -



Csject

Slg  [Leanpluny
1 Raluisea
12 Bezelils
Il Tisvel
a Fresght
I3  Ret
M4 TPantig
I5 Tervices
I Sepplica
£ 'E|.|__-|:|:r|-:rl.

L= 1

EPA BILLING SUMMARY
SUPERFURD CO5TS BY OBJIECT CLASSIFICATION

Espeslier 30, 2005

Jehedde 5

Saperfisl
Careet Frogrim Indsecl Lnligeadalel

Eipenssi [ Eipeniti Csligatioss (k) Tistal
FTANAEET (a) & 103303 15,674,500 BLIR1AR BISAR4SAS
- - 3203033 121,763 1,514,795
4368 - 4,085 56,107 54,751
. . Ti4ld 507 10,41
- G 3,284,715 304 557 1. BE5 348
13,132 . 530 4,140 13,12
157,142 D43 05355 - WA il I
- - 123592 43 848 172,837
- 10,342 133591 S04 435 ST4E1D
52,174 508 005 51355536 SLETANG SDEDED 0L

(i) eeclades eonita for direct labor, speciil midlirs i sipat Wiliskns

ib) Represtnt the Superfund peren of unliquudaad demiges
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Object

Clss  Descrption

1l

11

2

2

5

16

il

Tatal

Salaies
Benefiss
Travel
Fraight
Rent
Prnting
Semviees
Suppliss

Equipment

EPA BILLING SUMMARY
RECONCILIATION OF TOTAL ENRD EXPENSES

Schedule §

September 30, 2003
Indirect
~iperfind--- - u-Superfind--- Section Toial
Direct [ndiract Direct Indirart 505 & 1506 Amounts

Expenses Expenses Expenses Expepies Erpenses Paid
VIR0 iAT4e §T03L4Y  SAL0IERDN ALY §61.532 266
3303053 . 12181008 16,906 15,420,048
354368 04086 1706813 357807 15498 161857
Tidl . W6837 362,261
216075 34704 . 11040403 15411284
18132 10830 SUNEL) 41,181 124 326
196,576 083 268 203842 3,702,410 1472765 11287 361
128,40 . 400 356 10,348
10342 138,961 . 18237 3807 71477
18503858 S13584336 BRIB1430 330537361  SIA0B21E  SLOB.043303
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APPENDIX V

ENRD’S RESPONSE TO THE DRAFT REPORT

U.S. Department of Justice

Environment and Natural Resources Division

Assistant Attorney General Telephone (202) 514-2701
950 Pennsylvania Avenue, N, W, Facsimile (202) 514-0557
Washington, DC 20530-0001

September 11, 2007

Raymond J. Beaudet

Acting Assistant Inspector General for Audit
Office of the Inspector General

1425 New York Avenue, N.-W.

Washington, D.C. 20530

Re:  Audit of Superfund Activities in ENRD for Fiscal Years 2004 and 2005

Dear Mr. Beaudet:

I am writing to thank you for the professional and careful audit work performed by staff from the
Office of the Inspector General during the recent audit of the Superfund program in the
Environment and Natural Resources Division, and to address the audit report’s
recommendations. For nearly 20 years, ENRD has relied on your office to provide sound advice
to help us ensure that our accounting systems and operations meet rigorous standards for quality.
Through the constructive process of annual audits, ENRD has strengthened its accounting, which
has helped the government recover hundreds of millions of dollars in cost recovery litigation.
These audits are instrumental in maintaining the integrity, reliability and accountability of the
Division’s Superfund program. We greatly appreciate the role that the OIG plays in this process.
We also appreciate the opportunity to review this draft report and to respond to the
recommendations.

The objective of this audit was to determine if the cost allocation process used by ENRD and its
contractor provided an equitable distribution of total labor costs, other direct costs, and indirect
costs to Superfund cases during FYs 2004 and 2005. We are pleased with the conclusion stated
in your draft audit report that “In our judgment, ENRD provided an equitable distribution of total
labor costs, other direct costs, and indirect costs to Superfund cases during FY 2004 and FY
2005.” We also are pleased to learn that your review did not identify any instances of non-
compliance with the Comprehensive Environmental Response, Compensation and Liability Act
of 1980 (known as “CERCLA” or “Superfund™), the law under which this audit is being
conducted.

Overall, we agree with the findings and conclusions desctibed in the draft audit report. The

report recommendations highlight three valid and important areas for improvement. Listed
below are the audit recommendations followed by the Environment Division’s responses.
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RECOMMENDATION 1: Ensure that the ENRD memorandum entitled Determination of
Superfund Cases is updated to include all ENRD litigation sections.

RESPONSE: We concur with this recommendation. The above entitled memorandum
has been updated to include all ENRD litigating sections and to reflect the current names
of each section. The updated memorandum is enclosed for your information.

RECOMMENDATION 2: Ensure that all travel by ENRD employees is appropriately
authorized prior to incurring any travel expense.

RESPONSE: We concur with this recommendation. As stated in the draft audit report,
the OIG has noted this finding in previous audit reports. In order to address this
recommendation, we have composed a memorandum — attached for your information —
which we plan to distribute to Division managers within the next week reminding them of
their responsibilities to authorize travel before a traveler incurs travel related expenses, as
required under DOJ and federal travel regulations. Because this remedial action is
similar to previous.corrective actions concerning the same recommendation, ENRD plans
to take five additional corrective measures to address this shortcoming. First, we plan to
post an announcement on the splash screen of our Division’s intranet — the first thing
users see when they log on to their computers each day — reminding all employees, not
just managers, that they must have authorization to incur travel related expenditures prior
to traveling. Second, we plan to update the travel page of our Division’s intranet to
highlight this important requirement. Third, we plan to include a new “travel policies”
document in ENRD’s new employee orientation package, so all new employees are made
aware that they must receive authorization prior to traveling. Fourth, we plan to
disseminate an information memorandum to all Division employees, reminding them that
they must comply with Section 301, Part 2.1 of the Federal Travel Regulations, which
requires pre-approval prior to traveling. Fifth, we plan to purchase a number of ink
stamps which will indicate that prior authorization has been provided by an authorizing
official (on a date preceding the date of travel) so such authorization, if appropriate, can
be easily noted on travel authorization forms. This final corrective action is intended to
address situations where last minute or emergency travel is required but where it is not
possible or not practical for a supervisor to physically sign a travel authorization form.
Any stamped authorization forms will be accompanied by an e-mail confirmation or other
written or electronic approval prior to the occurrence of travel. Once again, this stamp
and e-mail process will only be implemented if a supervisor is not able to physically sign
the actual authorization form. We expect to implement all five of these additional
responsive measures within the next 60 days.

RECOMMENDATION 3: Ensure that all FY 2004 and 2005 Superfund SOC 2508 transactions
are allocated to the correct case number within the Superfund database and the Financial
Management Information System (FMIS).

RESPONSE: We concur with this recommendation. We have generated a complete list

of SOC 2508 Superfund transactions for FY 2004 and 2005. This document is attached
for your review and information. ENRD has already begun a comprehensive effort to
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locate each relevant invoice and compare the case number identified on it to the case
number keyed into FMIS for the subject fiscal years. We will provide a report of any
errors noted during this review upon completion of this project. We expect this effort to
take up to 90 days to complete.

The Environment Division is committed to maintaining a reliable and efficient system for
allocating Superfund costs. We appreciate the close cooperation and assistance of your staff
during the audit. In this era of tight budgets, we also very much appreciate the Inspector
General’s willingness to conduct audits of the Superfund program. These audits benefit the
government’s efforts to recover federal funds spent to clean the environment. Should you or
your staff require further information, please feel free to contact ENRD’s Executive Officer,
Robert Bruffy on 616-3147, or ENRD’s Comptroller, Andrew Collier on 616-3359.

Sincerely,

Ronald J. Tenpas
Acting Assistant Attorney General
Environment and Natural Resources Division

Enclosures
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APPENDIX VI

OFFICE OF THE INSPECTOR GENERAL ANALYSIS AND
SUMMARY OF ACTIONS NECESSARY TO CLOSE THE

REPORT

We provided a draft audit report to the ENRD for review and

comment. The ENRD’s comments, which detail the actions it has taken
or plans to implement in response to our recommendations, have been
included as Appendix V to this report. This Appendix summarizes our
analysis of the ENRD’s comments and proposed actions required to
close the report.

Recommendations:

1.

Closed. The ENRD updated its memorandum entitled
Determination of Superfund Cases to include all ENRD litigation
sections. Therefore, this recommendation is considered closed.

Resolved. The ENRD agreed with our recommendation to
ensure that all travel by ENRD employees is appropriately
authorized prior to incurring any travel expense. In response,
the ENRD composed a memorandum to distribute to ENRD
managers reminding them of their responsibilities to authorize
travel before a traveler incurs travel-related expenses. In
addition, the ENRD stated that it will take five additional
corrective measures: (1) post an announcement on the splash
screen of ENRD’s intranet reminding all employees that they
must have authorization to incur travel-related expenditures
prior to traveling; (2) update the travel page of ENRD’s intranet
to highlight this requirement; (3) include a new “travel policies”
document in ENRD’s new employee orientation package;

(4) disseminate an information memorandum to all ENRD
employees, reminding them that they must comply with Section
301, Part 2.1 of the Federal Travel Regulations; and

(5) purchase a number of ink stamps to indicate that prior
authorization has been provided by an authorizing official.

As noted in the report, this finding has been reported in prior
audits. Therefore, this recommendation can be closed when
subsequent Superfund audits verify that ENRD employees
received appropriate authorization prior to incurring travel-
related expenses.
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Resolved. The ENRD agreed with our recommendation to
ensure that all FY 2004 and 2005 Superfund SOC 2508
transactions are allocated to the correct case number within the
Superfund database and the Financial Management Information
System (FMIS). In response, the ENRD generated a complete
list of SOC 2508 Superfund transactions for FY 2004 and 2005 to
locate each relevant invoice and compare the case number
identified on the invoice to the case number keyed into FMIS.
This recommendation can be closed when we review and
evaluate documentation substantiating that ENRD reviewed all
FY 2004 and 2005 Superfund SOC 2508 transactions, and
corrected any errors noted during this review.
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